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REVIEWS. 

The Theory of Credit. By Henry Dunning Macleod, M.A. 
In two volumes. Vol. I. London, Longmans, Green & Co., 1889. 

Mr. Macleod's latest work, of which the first volume is before us, is 
a restatement, with amplification, of the first volume of his Elements 
of Economics, published nine years ago, which was itself a restatement, 
with amplification, of an earlier work, The Elements of Banking. His 
aim in all three of the works named is to show that credit is capital. 
This conception has been in the growing or progressive stage in his 
mind. In the Elements of Banking (page 143) we find it stated in 
these words : " Hence it is seen how mercantile credit is mercantile 
capital," the identity of credit and capital being here limited to mer- 
cantile affairs. In the Elements of Economics (I, 178, 179) it is shown 
that an order for, or a promise of, or a right to, goods is of the same 
value as the money with which the goods might be bought, and hence 

This order or promise or right is what is usually called credit, and it is 
clearly seen that, although it is of a lower and inferior form, yet it is of the 
same general nature as money. And as we are in no way concerned with the 
materials of things ; and since these rights, or orders, may be exchanged or 
bought and sold equally as well as any material chattels, they are called 
pecunia, res, bona, merx in Roman law ; ^py/jara, ayaOa, irpa.yiw.ra, ol/cos 
in Greek law ; goods, chattels and vendible commodities in English law ; and 
therefore wealth in economics. 

This phrase, with its Greek and Latin terms (and sundry additions 
thereto), re-appears so frequently in The Theory of Credit that it be- 
comes a burden or a laughing-stock according to the mood of the reader. 
In the work under review, the identity of credit and capital as to their 
general nature is maintained without qualification. At page 308 et seq. 
the author makes an attack on J. S. Mill in the same terms as at pages 
86 and 101 in the Elements of Economics, but with some amplification. 
It is important to examine Mr. Macleod's argument here, because it 
help us to measure his eccentricities. He says : 

We have first to show that Mill admits that personal credit is wealth. In 
accordance with the unanimous doctrine of ancient writers for 1300 years, 
Mill says (Preliminary Remarks, page 4): "Everything, therefore, forms a 
part of wealth which has purchasing power." 

Then he says (Book III, ch. xi, sec. 3) : " For credit though it is not pro- 
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ductive power is purchasing power. . . . Credit, in short, has the same pur- 
chasing power as money." 

Now if Mill lays down the doctrine that everything which has purchasing 
power is wealth, and if he says that personal credit is purchasing power, then 
the necessary inference is that personal credit is wealth. That is a syllogism 
from which there is no escape. 

The heading of one of Mill's chapters is "Of credit as a substitute for 
money." Now if one quantity can be a substitute for another it must be of 
the same general nature. If a person wants wine and cannot get it, he may 
put up with beer, as a substitute ; but a pair of shoes could never be a substi- 
tute for a glass of wine. Now if credit can be a substitute for money, credit 
must be of the same general nature as money. But money is an independent 
exchangeable quantity ; hence credit must also be an independent exchange- 
able quantity. 

And by the same reasoning a horse chestnut must be a chestnut horse. 
What Mill says in his " Preliminary Remarks " is this : 

Money being an instrument of an important public and private purpose is 
rightly regarded as wealth ; but everything else which serves any human pur- 
pose, and which nature does not afford gratuitously, is wealth also. To be 
wealthy is to have a large stock of useful articles or the means of purchasing 
them. Everything, therefore, forms a part of wealth which has a power 
of purchasing; for which anything useful or agreeable would be given in 
exchange. 

Mr. Mill is here speaking of things that are material and tangible, that 
minister to human comfort and are not afforded gratuitously. Every- 
thing, i.e. every such thing, forms a part of purchasing power. Putting 
off for the moment the question whether credit is really a material and 
tangible thing that ministers to human comfort and is not afforded gra- 
tuitously, it is perfectly plain that Mill did not here intend to include 
either beliefs or lawsuits among the things which have purchasing power ; 
therefore Mr. Macleod's syllogism comes to nothing. 

We remark here that Mr. Macleod gives us with distressing prolixity 
the derivations and meanings of many words used by him, but nowhere 
applies his extensive learning to the derivation of the word credit. For 
example, on page 105, he gives us the derivation and meaning of the 
word production, " from the Latin producere, which means to lead or 
bring forth, or to expose for sale." Then by way of illustration we have 
quotations from Terence, Menedemus, Suetonius, Isaiah, King Lear, 
Julius Caesar and Martin Chuzzlewit. Now the word credit is derived 
from the Latin credo, which means " I believe." Therefore credit signi- 
fies a belief on the part of a greater or less number of persons that some 
one person will pay what he has promised to pay or ought to pay. In 
one place in the volume we find a recognition of this meaning of the 
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word, but only in order to stigmatize it as a " false concept " needing to 
be put to "summary execution" (page 316) : 

Credit, in popular language, is personal reputation which a person has, 
in consequence of which he can buy money or goods or labor, by giving in 
exchange for them a promise to pay at a future time. 

A credit in law, commerce and economics is the right which one person has 
to compel another person, the debtor, to pay or do something. 

Returning to the attack on Mill : we have seen that since Mill obvi- 
ously did not intend to include mental operations or legal proceedings 
in the category of things which have purchasing power, Mr. Macleod's 
syllogism is no syllogism at all. The next proposition is that nothing 
can be a substitute for another thing unless it is " of the same general 
nature." Credit, therefore, being a substitute for money, must be of 
the same general nature as money. And since money is an independent 
exchangeable quantity, credit must be an independent exchangeable 
quantity. I have heard laboring men say that a tightening of the belt is 
a good substitute for food when iood cannot be had — temporary, of 
course ; but so also is credit only a temporary substitute for money, as 
Mr. Macleod admits. 1 Subsoil plowing is a good substitute for rain in a 
dry season. Sand is a good substitute for blotting-paper. Saccharin is a 
good substitute for sugar, but chemists tell us that they are not " of the 
same general nature," sugar being a food, while saccharin is not. Cases 
might be multiplied indefinitely to show that one thing used as a substi- 
tute for another is not necessarily " of the same general nature." 

Mr. Macleod is a barrister, and he is deeply interested in the Roman 
law. This is his chief study. Whatever may be his aptitude for econom- 
ics, it is evident that ancient law and the growth of jurisprudence are his 
great preoccupation. Only thus can we account for the fundamental 
error of his Theory of Credit — the error of mixing law and economics 
together in an indistinguishable medley, withering and blighting to 
the human intellect. The key to his book and to his system is that 
credit is not a state of mind, a belief, a mental operation, but a right of 
action, and that a right of action is "an economic quantity," meaning 
by this that it is something within the field and scope of economic 
science. Now a right of action represents legal authority, with which 
political economy has nothing whatever to do. Voluntariness is the 
very essence of economics. What men do because they are so inclined 
is its sole concern. When compulsion comes in, political economy as a 
science goes out. Political economy may have something to say, as an 
applied science, to executions in the hands of sheriffs, to imprisonment 

1 Credit is always created with the express intention of being, or of being capable 
of being, extinguished at a certain short definite time ; p. 277. 
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for debt, to the institution of slavery, and even to the infliction of 
torture, but it is in the domain of pure science that Mr. Macleod thinks 
he is leading us. A theory is always in the domain of pure science. 

But is it true that the right of action — the legal power to enforce 
payment, which legal power can be sold and transferred — is the es- 
sential part, or any part, of what is known universally as credit ? We 
can answer this question by asking how much credit would be given, how 
many goods would be sold on credit, if the creditor supposed he would 
have to sue for his money. Is not this conception of credit really 
a contradiction of terms? A lends to B because he credits, or believes 
B, and thinks that he will not have to sue B. The sheriff does not 
make his appearance until the credit is found to be misplaced, unfounded, 
erroneous. It is only in a case of false credit that the right of action 
ever comes into play. The right of action is at most only ancillary to 
the credit. I know at this moment a large and successful dry goods 
house, of long standing, that gives credit extensively but never brings a 
suit for the collection of a debt. As to this firm, the trade in dry goods 
would go on all the same if all laws for the collection of debts were 
abolished. Credit would not be shortened in any degree at that shop. 
It is not a very extreme anticipation to look forward to a time when all 
laws for the collection of debts may be done away with. The premises 
of such a condition would imply no shortening of credit, but rather an 
extension of it. In such a case, of course, credits would be as salable 
as now, and rather more so, since by the hypothesis people would be 
more honest. All the phenomena, if there be any, which justify Mr. 
Macleod in thinking that credit is capital would remain in full force and 
play after all rights of action had disappeared. Is it necessary, at this 
late day, to argue that if I have a belief that A will return to me a 
wagon that I have lent him, in as good condition as when he took it, 
with something (say a pound of butter) for the use of it, my belief is 
another wagon, or is a part of a wagon, or an inferior wagon, something 
like a wheelbarrow? Mr. Macleod allows (page 293) that credit, while 
it is " a species of commodity or merchandise of the same nature as 
money," is nevertheless " of an inferior order." If my belief is a 
little wagon, where is it, and to whom does it belong ? How much time 
would be required to double all the wagons and all the other movable 
wealth in the country in this way? And is there any limit to the amount 
of wealth a country may thus acquire ? 

We have touched upon Mr. Macleod's main contention. We have 
sought not to misunderstand it and especially not to misrepresent it. 
When we come to the details of his work we are bewildered with such 
paradoxes as " negative economic quantities " (page 40) ; " there is no 
such thing as absolute wealth " (page 28) ; " there is no such thing as 
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absolute capital " (page 117). We expect every moment to come upon 
Bishop Berkeley's metaphysical paradox, " there is no such thing as mat- 
ter " ; and if we should find it here, we should not be at all surprised. 
Yet Mr. Macleod is not unfamiliar with pure economics, as his chapter 
on value sufficiently proves. The definition of value is as yet the 
impasse of political economy. The evidence of this is that there is 
not to-day any well-established doctrine of value. Mill began his treat- 
ment of it by saying that " there is nothing in the laws of value which 
remains for the present or any future writer to clear up ; the theory of 
the subject is complete." At the bottom of his own treatment of it, as 
also of Ricardo's and, with some limitations, of Cairnes's, lies cost of 
production as the regulator of value. Macleod was among the first to 
discard cost of production altogether. Demand, he says, regulates 
value. He has not worked out the theory of value to any satisfactory 
conclusion. He has tried to dovetail it with his theory of credit, and in 
so doing has introduced as much confusion as he had previously got rid 
of. But that he is right in his main contention, that value depends on 
supply and demand and not on cost of production, is, I think, the 
growing belief of economists to-day. 1 What he has written here makes 
amends for some of his vagaries and gives him a claim to respectful 
attention. Both here and elsewhere, however, the book is more sug- 
gestive than scientific. 

Horace White. 

War with Crime ; being a selection of reprinted papers on 
Crime, Reformatories, etc., by the late T. Barwick LI. Baker, Esq. 
Edited by Herbert Philips and Edmund Verney. London and 
New York, Longmans, Green & Co., 1889. — 8vo, xxix, 299 pp. 

The Criminal. By Havelock Ellis. Illustrated. New York, 
Scribner and Welford, 1890. — 8vo, viii, 337 pp. 

The rationale of sentences for crime is a subject meriting the most 
careful study ; yet so far as the average citizen or the average college 
graduate or the average lawyer knows, it has never been scientifically 
treated at all. The two works under consideration are useful, — abso- 
lutely, because of what they contain, and relatively, because of the great 
dearth of literature bearing upon the subject of which they treat. 

Mr. Baker was an English country squire of the best sort. By the 
German Professor von Holtzendorf, who was interested in these men, he 
was described as typical of the class to which he belonged-. Baker was 
primarily interested in juvenile reformatories, and he wrote for various 

1 See on this point Boehm-Bawerk, Capital and Interest (translation), pp. 133-141. 



